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1977 Highlights 


FROM THE FINANCIAL STATEMENTS 1977 1976 
ENGtaC OSS) ce ATIETI Dae! ORR EN a, ah toe tog he sf Bai iaits natale pe $(2,312,000) $ 4,512,000 
DV reise ae es RN ME oss ee et ¢ 551,000 $ 754,000 
Shareholders’ equity (see note) ........ 0... 0c cece eee eens $21,869,000 $24,729,000 
PER SHARE COMPARISONS 

(Loss) earnings before investment and extraordinary gains ..... $(1.49) $ AZ 
Net (loss) gain on disposal of investments ................4- C77} 1227, 
EX AOPGID ATV ACAI ae adenine iMe ek amit ee foie sic th hale wae obo, os & 48 wil 
INettloss)searninos i ane ersten es i eR WERE $(1.78) $2.40 
POV CIOS ase ee Rel aren aie, EBM eh ey alk Neves alataed $ A221, $ .40 
Shareholders’ equity (see note) .......... 0.0.0. e eee eee eee $16.88 $19.09 


Note: 1976 based on equity subsequent to purchase and cancellation of 604,745 shares in January 1977. 


Presidents Report to the Shareholders 


The Year in Review 


I am far from happy with the 1977 results 
I am presenting to you in this report — the 
first disappointing performance since your 
Company was restructured into its present 
form in April 1971. However, the results 

(a loss of over $2 million) are not as bad as 
they may seem at first glance, the reasons 
for which I discuss below. Furthermore, 
there has been no serious impairment of 
the basic underlying net asset value of your 
Company which in your management’s 
opinion is now approximately $18.00 per 
share compared with a book value of 
$16.88 per share. Your Company is an 
investment holding and management 
company — not an operating company — 
and consequently must expect considerable 
fluctuations in its earnings depending on 
when and for how much various 
investments are sold. 


Three situations were mainly responsible 
for the net loss of $2,312,000 incurred 
in, L977: 


1. Your Company’s share of the $4,285,000 
loss incurred by our 63% owned subsi- 
diary, Alliance Building Corporation 
Limited, was $2,669,000. However, 
included in Alliance’s losses are write- 
downs of approximately $6.5 million 
($3.4 million after taxes) in the carrying 
value of certain land and buildings. 


Although it took these substantial 
write-downs in 1977, in the opinion 

of management the underlying value 
of Alliance is still higher than previously 
reported book value because the value 
of its other land and buildings is in 
excess of their carrying value — this 
opinion has been confirmed by a recent 
appraisal of Alliance’s entire real estate 
property portfolio by an independent 
real estate appraisal firm. However, 
under the appropriate accounting rules, 
although properties not considered to be 
worth their carrying value have to be 
written down, properties worth more 
than their carrying value may not be 
written up. This obviously gives a most 
conservative balance sheet presentation. 
We are of the opinion that Alliance 
improved its position in 1977 and its 
management must be complimented for 
their efforts and particularly for their 
achievement in clearing up many of the 
onerous joint venture arrangements 
with third parties. 


. We wrote off our investment in 


Immobilia Inc., our 76% owned 
Montreal real estate subsidiary, the net 
loss being $1,009,000. The poor real 
estate market in Quebec, which results 
mainly from the political and economic 
situation in that province, continued to 
affect Immobilia during 1977. Vacancies 
in its large residential rental project in 
Pointe Claire escalated and it was unable 
to sell any of its real estate holdings. 
The resulting cash flow difficulties 
became severe and projections indicated 
that, in order to stay solvent, Immobilia 


required substantial additional funds 
over the next two years. However, in 
your management’s view there would 
have been little hope of recovering our 
original investment or, indeed, any 
incremental investment. Immobilia’s 
inability to finance its ongoing 
operations will result in the loss of its 
equity in its real estate assets and the 
loss of any value which may be 
attributable to its shares. 


3. We wrote off a $400,000 advance made 
in January of last year to Bad Boy 
Appliances and Furniture Limited. 


Bad Boy obviously needs further explana- 
tion. We purchased a 30% interest in this 
very high profile company in November 
1976 for $1,853,000 in association with 
D.B. Diversified Limited (our partner in 
the Barrymore Carpet venture) which also 
bought a 30% interest. D.B. Diversified 
(controlled by Messrs. Jerry Van and 
Jerry Piltzmaker) also owns the highly 
successful Factory Carpet Outlet chain 

of retail carpet stores. 


Bad Boy’s operating problems proved to be 
much greater than were expected when we 
acquired the investment and weak retail 
market conditions, particularly for appli- 
ances and furniture, continued to prevail 
during 1977. Faced with this environment, 
Bad Boy’s new major shareholders were 
unable to complete the management reor- 
ganization and related cost reductions 
before the company lost the confidence of 
its major creditors and a receiving order 
under the Bankruptcy Act was made 
against it on August 18, 1977. 


Major suppliers were reluctant to give 
further support to Bad Boy and the receiver 
therefore commenced the liquidation of 

the company. There will be no funds 
available for shareholders. 


The Bad Boy investment opportunity was 
brought to TALcorp by D.B. Diversified 
Limited, and TALcorp and D.B. Diversified 
agreed to make the investment on certain 
terms as set out ina Memorandum of 
Understanding, one of which gave TALcorp 
the right to sell its holdings in Bad Boy in 
1979 to D.B. Diversified for $2,400,000, 
payable over five years, if certain profit 
targets for Bad Boy were not achieved. This 
right was previously in dispute but 
TALcorp and D.B. Diversified have now 
negotiated a satisfactory arrangement under 
which D.B. Diversified has agreed to pur- 
chase TALcorp’s Bad Boy shares in exchange 
for $1,600,000 of cumulative redeemable 
preferred shares of D.B. Diversified (with a 
dividend rate of one-half the prime bank 
rate plus 14/2 %). TALcorp will also receive 
a $400,000 preferential distribution out of 
profits of Barrymore Carpet Inc., if 
Barrymore achieves certain profit levels 

for the five year period ending 

December 31, 1981. 


In addition, TALcorp has agreed to accept 
a further $900,000 of D.B. Diversified 
cumulative redeemable preferred shares, 
redeemable in 1981, 1982 and 1983 in 
satisfaction of a loan of that amount made 
by TALcorp to D.B. Diversified at the time 
of the Bad Boy acquisition. 


On a positive note, in 1977: 

1. Barrymore Carpet Inc. (in its first full 
year of operations since we acquired 
this investment and its operations and 
management were restructured) had a 
very successful year with sales of nearly 
$19 million and net income of $525,000 
(after providing for a loss of $225,000 
in respect of amounts owed to it by Bad 
Boy). We are very encouraged by this 
result because Barrymore was in receiver- 
ship when we and D.B. Diversified 
made our investment in April 1976, 
having lost $5 million over the previous 
five years. Its new management are to 
be congratulated for their efforts. 


2. We had a successful year with respect 
to our stock market activities. The 
capital appreciation, based on average 
carrying value, on our trading securities 
and quoted portfolio investments was 
38% and 14% respectively. An indica- 
tion of the success is that The Toronto 
Stock Exchange index increased 4.8% 
and the Dow Jones index decreased 
17.3% during this period. The market 
value of trading securities and quoted 
portfolio investments amounted to 
$2,106,000 and $3,249,000 respectively 
at year end. 


As a result of the above-mentioned 
developments and the payment of dividends 
totalling 42.5c per share, the book value 
per share decreased 12% during the year 
from $19.09 to $16.88. As I have often 
stated, the build-up of assets per share has 
always been the main objective of your 
Company and, notwithstanding this 
decrease in 1977, shareholders’ equity per 
share from the end of 1971, the year in 
which TALcorp became an investment and 
holding company, has increased from $2.72 
to $16.88, an increase of over 500%. 
Although not directly comparable, The 
Toronto Stock Exchange and the Dow Jones 
indices showed a 7.0% increase and 6.6% 
decline respectively over the same period. 
In addition, dividends have been paid at 
increasing rates in each of these years and 
the half-yearly rate was increased to 22.5c 
per share in September 1977. 


Management 


During the year Mr. J. Pearce Bunting 
resigned as a director of your Company 
upon taking up the appointment of 
President of The Toronto Stock Exchange — 
in this capacity he is not permitted to 

have directorships in listed companies. 

Mr. Bunting joined the Board in 1971 and 
made a very valuable contribution to the 
success of the Company over the succeeding 
years. We will miss his advice and counsel 
but wish him every good fortune in his 
important new position. We welcome to 

the Board Mr. Richard Brissenden, 
Vice-President and Treasurer of your 
Company, who has been appointed in 

Mr. Bunting’s place. 


1977 Financial Performance 


The table below sets out the key indicators of the Company’s financial position. 


(in thousands of dollars) 
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Lod. 1976 


$ 1,036 $¢ 1,189 
(1,592) 445 
$( 556). $21,634 


(Loss) earnings before investment and extraordinary gains ........ $(1,934) $ 794 


OIHGHATE Foe ee ee te Ua 


Net (loss) earnings for the year ............ 


oeoee ee ee eo ee we ew ew ew ew we 


( 1.49) 42 


rea ie Meth Cee eee $(2,312)  $ 4,512 


BCs at tatt MMe. hh ca tt aR esa oF oe TON Blots eta as ( 1.78) 2.40 
Shareholders’ equity at book value (1976 based on equity subsequent 

to purchase and cancellation of 604,745 shares in January 1977) .. $21,869 $24,729 

TELE PENS Zi ll de oD 1 IES, SONIA aS a ea 16.88 19.09 


Future Prospects 

As I know from last year’s unsuccessful 
effort to predict 1977 results, it is not easy 
to be prophetic; however, despite the 
problems encountered during 1977 and the 
resulting effect on the financial results, we 
remain in an extremely strong financial 
position with virtually no debt anda 
substantial portfolio of marketable listed 
investments. 


We are continually reviewing investment 
prospects and are in an excellent position 

to take advantage of good opportunities 
that may arise. We are confident that our 
continuing search for these opportunities 
will prove fruitful and that our objective of 
increasing net assets per share will continue 
to be achieved. 


\ 


GW 


ROBERT SMITH 
Chairman and President 


Seven Year Financial Review 


(in thousands of dollars) 1977 1976 1975 1974 1973 1972 1971 
(note1) (note1) (note1) 


Earnings (loss) before investment and 


extraordinary <eains.. |. civswts seca ee $(1,934) $ 794 $ 1,561 9 943.) -O 2.412)? S.35e 2 er Oe 
Permshare..s.2tc sen cpa ori heainatas (1.49) 42 67 79 65 Al eLL 
Net gain (loss) on disposal 
obunvestinentstecs cet unk Vet eee $ (998) $2,379 $ 1,892 $ 205... S-Di 1Litel $ 33,730en See 
PEDYSIALO au one tcneeentansmtaerrer heat (.77) 127, 81 05 .30 a Hs bs .03 
EXGraordunary cairo. cto. tse rn eeee $ 620 $ 1,339 $ 4,456 $ 1,002 — — — 
Perrshiareu sien ce hiet st trator mee 48 Art 1.91 27 — — —— 
Net earnings (loss) for the year ......... $(2,312) $4,512 $ 7,908 $ 4,150° -$. 3,523, »$°5,084= *$20133 
Perishate We. nie eget kone (1.78) 2.40 3.39 1.11 95 £3 14 
Cashadividends patd 2 suche ters eer eee $ 551 $ S754, US Rees Gf (03255 S 550 re oreo — 
Perishare-vc0 2bheb erate To eee A212 .40 35 25 15 .05 — 
Shareholders’ equity (note 2) at 


HOOK wValies ie te Meee ereid Aebeey ee $21,869 $24,729 $26,583 $4,612 
Perl shares. 5s. naan eGaea sane 16.88 19.09 LS 72 
Common shares (adjusted for 
sub-division and conversions): 
Weighted averacerenioe site. 2ouares. 1,295 1,876 Pap oyexe: 3,728 3728 3,332 941 
Outstanding at end of year 
(GOTE Dia Ub kas artai hain ay anaes 1,296 1,295 1,868 3,728 3,728 37280) 1693 
Price range on TSE: 
High veut ete cum em enlace aes ee $ 12.63 Cuil Joie SO. 75 ¢.. 8.25 $19,507" $$" 18.7509 $7.00 
L.QWi, Sharla e BAR Eh nose teen Cae ob es $ 8.00 $12.00 Sco430 $>- 3:40) $7): 7200? Sr Os aeS 4s 
Notes: 


1. Per share figures for 1975, 1976 and 1977 reflect the 
deduction of 1,860,000 shares of the Company held by its 
subsidiary, Toronto and London Investment 
Company Ltd. 


2. 1976 based on equity subsequent to purchase and 
cancellation of 604,745 shares in January 1977. 


Review of Major Investments 


Mid-Continent Property Group Limited 
During 1977, this wholly-owned property 
investment subsidiary continued its policy 
of disposing of its investments. The 
shopping centres in Brantford and Chatham 
(Ontario) were sold in 1977 and an agree- 
ment has recently been entered into for the 
sale of the remaining small shopping 

centre in Winnipeg (Manitoba). 


Mid-Continent now holds the investment 
in Alliance Building Corporation Limited 
and a portfolio of mortgages receivable. 


Alliance Building Corporation Limited 


Alliance is engaged, through subsidiaries, 
joint ventures and partnerships with others, 
in the development of revenue producing 
properties, construction and sale of 
residential, industrial and commercial 
properties and land banking operations, 
mainly in the Toronto area. 


Alliance’s recently announced financial 
results for the year ended December 31, 
1977, showed a net loss of $4,284,767 
($2.00 per share) compared with net 
earnings of $311,736 (15c per share) in 
1976. Negative cash flow was $3.3 million 
compared with a positive cash flow of $1.3 
million in 1976. The 1977 results include 
write-downs of certain properties where 
carrying values exceed estimated realizable 
values totalling $6.5 million before tax. 


It is important to note that Alliance has a 
valuation surplus attributable to the balance 
of land held for development and revenue 
producing properties which more than 
compensates for these write-downs and is 
not reflected in its financial statements. 
This valuation surplus has been confirmed 
by a recent independent appraisal of 
Alliance’s entire real estate property 
portfolio. | 


The programme, begun in May 1974, of 
selling non-essential real estate holdings to 
reduce the company’s excessively high debt 
structure was continued during 1977 but 


was hampered by a weak real estate market. 


Also in 1977 Alliance successfully 
negotiated, on favourable terms, the 
termination or restructuring of six of its 
joint ventures, of which five were with 
non-funding partners, and the acquisition 
of the 25% minority interest in Duffins 
Creek Estates Limited, a major subsidiary. 


The King Square industrial building is now 
substantially leased but the Oakdale 
Professional Building is still not leased to a 
breakeven point. However, Alliance’s 
stability was improved during 1977 and its 
management remains confident that the 
potential of this company will begin to be 
realized during 1978. 


Barrymore Carpet Inc. 


Barrymore is an old established company 
with operations dating back to 1891. It 
produces a wide range of carpet products 
which are distributed under its own 
Barrymore name and other private labels. A 
wholly-owned subsidiary manufactures 
high quality home and office furniture 
which is also distributed under the 
Barrymore name. 


In April 1976 your Company and 

D.B. Diversified Limited (a large and 
successful retailer of carpet products) each 
acquired a half interest in the outstanding 
shares of Barrymore, subsequent to the 
filing by its unsecured creditors of 
proposals under the Bankruptcy Act. The 
management, manufacturing operations, 
product lines and distribution methods of 
the company’s carpet business were all 
restructured following the acquisition and 
the 1977 results demonstrate the success of 
this restructuring. Consolidated sales 
totalled $18,900,000 and net income for 
the year was $525,000 (after allowing for 

a loss of $225,000 in respect of an amount 
owed by Bad Boy Appliances and Furniture 
Limited). 1978 projections indicate another 
significant improvement in earnings. 


The Barrymore furniture operations with 
sales in 1977 of $3.0 million remain sound 
and profitable. 


Auditors’ Report 


To the Shareholders of 
TALcorp Associates Limited: 


We have examined the consolidated balance 
sheet of TALcorp Associates Limited as at 
December 31, 1977 and the consolidated 
statements of earnings, retained earnings, 
contributed surplus and changes in 
investments for the year then ended. 

For TALcorp Associates Limited, its 
consolidated subsidiaries, and for those 
other companies of which we are the 
auditors and which are accounted for by 
the equity method in these consolidated 
financial statements, our examination was 
made in accordance with generally accepted 
auditing standards, and accordingly in- 
cluded such tests and other procedures as 
we considered necessary in the circum- 
stances. For other companies accounted for 
by the equity method we have relied on the 
reports of the auditors who have examined 
their financial statements. 


it 


In our opinion, these consolidated financial 
statements present fairly the financial 
position of the company as at December 
31, 1977 and the results of its operations 
and the changes in its investments for the 
year then ended in accordance with 
generally accepted accounting principles 
applied on a basis consistent with that of 
the preceding year. 


Clarkson, Gordon & Co. 
Chartered Accountants 


Toronto, Canada, 
May 11, 1978. 


ASSETS 


Consolidated Balance Sheet 


DECEMBER 31, 1977 
(with comparative figures at December 31, 1976) 


Investments (note 2): 


Associated companies — 
Quoted shares, at equity: . OR seek e eeadert no cll a Se eee 
Unquoted:shates/at.equity 03. Sn). oases eae 
Notes receivable, at-cost..t.k corel ie ee eee 


Unconsolidated subsidiary companies — 
Unquoted shares, at-equity; 2.2 2 casas os ae 


Portfolio — 


Quoted securities, at the lower of cost’and market. ...2 sane eens 
Unquoted shares, at the lower of cost and estimated 
realizable value: (note,.2(b))sewecseecches-ceteee ne land ne aeieuea te ene ea 


Total investments 


Ce 


Trading securities, at the lower of cost and market (note 2(c)) ............ 
Cash and short-term-depositsi50 oanied ss Soa Sees Dae Le ee 
Short-term advances to related companies .................0 cece neuen 


Notes.and accounts receivable: 2. $)e 25. 3 oe has A eee 
Deferred-income taxes'24 3°72) De a ee eee os eee 
Other 


CY 


(See accompanying notes to consolidated financial statements) 


12 


1977 


$ 1,078,978 
115,659 


1,194,637 


10,776,428 


2,805,976 


2,479,137 
5,285,113 


17,256,178 
1,839,310 
1,416,463 


1,381,735 
849,599 
173,887 


$22,917,172 


1976 


$ 1,852,955 
878,881 
115,659 


2,847,495 
13,095,552 


4,091,010 


826,231 
4,917,241 


20,860,288 
850,375 
7,919,183 
816,990 
1,441,837 
514,800 
193,444 


$32,596,917 


LIABILITIES 


Accounts payable and accrued charges ............. 0.0 cece cece e eee 


Short-term advances from related companies 
Total liabilities 


SHAREHOLDERS’ EQUITY (note 3) 


oe © © © © © © eo we ow 


oe ee ee ee ew oe 


Or er SS SS 


SI ALCICADILAN ED Cop lene Ca pate he Cea RAI Wee! PERMA Ea a deta 
GOnerIDULed SULPIUIG seri t Lede we eee eho a heresy kee CME gos wa es ws 
BRC EA CCRCATININ OG 7a cones Seer h 2 oh so Si tek fen Soh pera eh el WRN R Go nai» 


Less the carrying amount of the Company’s shares held by a 
MONE OMMATEC, SUD SICAL Vedat cas & MBER R yc AES 6 ce rin layale dome ie Maer e Ee 8 Lite 


Total shareholders’ equity 


On behalf of the Board: 
ROBERT SMITH, Director 


GEORGE H. MONTAGUE, Director 


i 


1977 


$ 586,104 
462,106 


1,048,210 


12,149,706 
4,434,735 
17,721,602 


34,306,043 


12,437,081 
21,868,962 


$22,917,172 


1976 


$ 479,102 


479,102 


14,476,054 
5,284,674 
24,794,168 


44,554,896 


12,437,081 
32,117,815 


$32,596,917 
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Consolidated Statement of Earnings 


YEAR ENDED DECEMBER 31, 1977 


(with comparative figures for 1976) 


Financial income including interest, fees, trading gains and dividends ..... 


Equity in net (loss) earnings, before extraordinary gain, of associated 


and unconsolidated subsidiary companies involved in: 
Industrial activities 


Real estate activities? oii See ee eee 


Expenses (note 4) 


(Loss) earnings before net gain on disposal of investments and 


extraordinary gaitt. < s/o2k mone heehee ere Oe ae es 


Net (loss) gain on disposal of investments (note 2(e)) ......... 


Extraordinary gain representing net profit on disposal of 
investment properties by unconsolidated real estate subsidiary 


Net (loss) earnings for the year 47.22 eh eek ee ee ene 


(Loss) earnings per share 
(Loss) earnings before net gain on disposal of investments 


andvextraordinary: cains ue asus bine eee ee kane 
Net (loss) gain on disposal of investments ................. 


Extraordinary gain 


Total for the year 


(See accompanying notes to consolidated financial statements) 
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1977 
$ 1,036,629 


262,596 
(1,854,842) 
(1,592,246) 

(555,617) 


1,378,322 


(1,933,939) 
(997,897) 


619,943 


$ (2,311,893) 


$(1.49) 
(.77) 
A8 


$(1.78) 


1976 
$1,189,159 


794,249 
(349,903) 
444,346 

1,633,505 


839,583 


793,922 
2,379,385 


1,339,004 
$4,512,311 


Consolidated Statements of Retained Earnings and Contributed Surplus 


YEAR ENDED DECEMBER 31, 1977 


(with comparative figures for 1976) 


STATEMENT OF RETAINED EARNINGS 


Dalance.aiperinning OF Year <4). 6 on nee oe i Pe ee eee es 


Amount applicable to shares purchased for cancellation (note 3) 


STATEMENT OF CONTRIBUTED SURPLUS 


alance ateberinning Of Veale 2.2 ehe as beans ssh oe aes 


Amount applicable to shares purchased for cancellation (note 3) 


Balance at end of year 


(See accompanying notes to consolidated financial statements) 
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1977 
$24,794,168 
(4,210,136) 
20,584,032 
(2,311,893) 
18,272,139 
(550,537) 
$17,721,602 


$5,284,674 
(849,939) 
$4,434,735 


1976 
S 240355075 


21,035,575 
4,512,311 
"25,547,886 
(753,718) 
$24,794,168 


$5,284,674 


$5,284,674 


Consolidated Statement of Changes in Investments 


YEAR ENDED DECEMBER 31, 1977 
(with comparative figures for 1976) 


Source of investment funds 


(Loss) earnings; from operations: ni. .>bn ae sacur ee eee eee 
Equity in net (loss) earnings, before extraordinary gain, of associated 
and unconsolidated subsidiary companies net of capital gains tax ..... 


Decrease in:cash and short-term ‘deposits 1.0s.0 svcicins aces eee eee 
Proceeds ‘on disposal of investments:./7 3 Up... ob ate core eae eee 
Decrease in short-term advances to related companies ...............-- 
Decrease: in notes ‘and. accounts receivavle San otk ae ene er eee eee 
Miscellaneous (niet) Rapier ee va Ree RS eee lel ree eae eee bee eet ore eee 
Decrease in trading Securities)! )ac 0). .¥abebn eae okey eee ee ee eee San 
Dividends from associated and unconsolidated subsidiary companies . 


Deduct: 


Redemption of issued ‘share capital, 3.09. hire fae tinge ee eer ete a ele 
Increase ini trading securities (:. ihn n4 hehe Agee threna beans Cee ere 
Dividends*patdbugucts Ser ce Rh ce Cahir ae yee ee hee Bae RC at ae 
Increase: inydefernedsincome taxes sa fae. oiaccas Re eane eh eee OLA er eee 
Increase:in.cash: and .short-terandeposits.< 2. .Gurns eo enye sl eee 
Decreaseiin accounts payable 72 ca el.ks ne atte itt Oe foros ae eee ae ie tele ete 
Decreasetin income taxes payables. pct lsu an. awake shee ae een ere 
Increase'in motes and accounts receivable 410. 00bho nes ieee er een 


Funds used‘ forinvestments i540). 4)-. hin ien Seas eee ee i eee 


Investments at becinning. of tyear: 4. otha Sn were ee ees ee 
Add (deduct): 
Equity in net (loss) earnings of associated and unconsolidated subsidiary 
companies. less *ciwidends received. )is/e ein, cu nera a acca mots Sepa ele 
Catrying amountofinvestments disposed Of ya. ms ane shinee peas 
(Provision for) recovery of decline in market value of investment portfolio 


Investments at; end: ofiyear ios .0u a cee thee ae Oe ee ae ee ey meee 


(See accompanying notes to consolidated financial statements) 


1977 


$ (1,933,939) 


(1,657,895) 
(276,044) 


6,502,720 
1,907,792 
1,279,096 
60,102 
140,534 


9,614,200 


7,388,343 
988,935 
550,537 
334,799 


9,262,614 


351,586 
20,860,288 


(1,037,952) 
(2,838,572) 
(79,172) 


$17,256,178 


1976 


$ 793,922 


582,607 


ZAL LS 
10,616,706 
254,411 


261,966 
809,871 


175,500 
12,329,769 


753,718 


3,468,900 
1,412,459 
1,029,512 

643,922 


7,308,511 


9/021,258 
22,295,955 


1,746,111 
(8,835,364) 
632,328 


$20,860,288 


Notes to Consolidated Financial Statements 


DECEMBER 31, 1977 


1. BUSINESS OF THE COMPANY AND 
ACCOUNTING POLICIES 


TALcorp Associates Limited is an investment and holding 
company and its directors have determined at a meeting of 
directors, and recorded in the minutes of such meeting, that 
the foregoing is the only class of business conducted by it. 
Its wholly-owned financial subsidiaries conduct a financial 
and management services business and a securities trading 
operation. For financial statement purposes, this group of 
companies is herein called the “Company”. The Company 
holds interests in a number of long-term investments and 
trading securities which are described as follows: 


Associated companies — companies 50% or less owned 
which are operated autonomously and in which the Company 
has significant influence. 


Unconsolidated subsidiaries — companies more than 50% 
owned but which are operated autonomously and whose 
business operations are not primarily of a financial nature. 


Portfolio investments — investments in quoted and unquoted 
equity and debt securities of companies less than 50% 
owned in which the Company exerts no significant influence. 


Trading securities — quoted and unquoted securities 
purchased with the intention of holding them for the 

short term. 

BASIS OF PRESENTATION of the financial statements of 
the Company and the above investments is summarized as 
follows. The accounts of TALcorp Associates Limited are 
consolidated with its financial subsidiaries only. Investments 
in associated companies and unconsolidated subsidiaries 
are accounted for by the equity method whereby the 
investments are initially recorded at cost and carrying 
amounts are adjusted to recognize the Company’s share of 
earnings or losses and capital transactions since acquisition 
and reduced by dividends received. Capital gains taxes are 
accrued on adjustments to investments accounted for by the 


2. INVESTMENTS 


equity method; the carrying amounts of such investments 
are reduced by the capital gains tax accruals; the provisions 
with respect to equity earnings or losses are included with 
income tax expense while capital transactions are reflected 
net of such provisions. 


Additional financial information with respect to these 
investments is provided in the notes to the financial state- 
ments. All significant inter-company transactions are 
eliminated. Since the Company’s business is primarily 
investment holding and accordingly financial in nature, the 
basis of presentation outlined above is considered to be 
more informative than a full consolidation incorporating 
the non-financial subsidiaries. 


Quoted portfolio investments and trading securities are 
carried at the lower of average cost and market as deter- 
mined by comparing the aggregate cost of each category 
with its respective aggregate market value. Prior years’ 
provisions for decline in market value which are no longer 
required are returned to income. Market values are based 
on the last reported sale or closing bid price on security 
exchanges or over-the-counter markets. 


The aggregate market value of quoted investments by 
category is detailed in the notes to the financial statements. 
Unquoted portfolio investments are carried at the lower 

of cost and estimated realizable value. 


ACQUISITIONS OF INVESTMENTS have been recorded 
on the purchase basis of accounting. The difference, if any, 
between the purchase price of an acquisition and the 
acquired interest in net tangible assets at estimated fair 
value will be amortized to earnings over a reasonable 
period of time. 


EARNINGS PER SHARE are computed on the basis of the 
weighted average number of shares outstanding in each year 
after deducting the shares of the Company held by a 
wholly-owned subsidiary. 


(a) Analysis of investment in shares of associated and unconsolidated subsidiary companies: 


Associated companies — 
Quoted shares: 


Bad Boy Appliances and Furniture Limited ............... 


Unquoted shares: 


Barrymore Carpetine: fn 7. 5 techn Ge ont eee are Chea abe 


Unconsolidated subsidiary companies — 
Unquoted shares: 


Mid-Continent Property Group Limited................... 
Immo piltaplicw erat RaeA eh eee eh create a ee eerie ts ove, toe 


ay 


) 1977 1976 
Approximate 
Equity Carrying Carrying 
Interest Amount Amount 
% at Equity at Equity 


$ 1,852,955 


50 $ 1,078,978 $ 878,881 
Le ToNSi ee eee 100 $10,776,428 $12,011,327 
1,084,225 


$10,776,428 $13,095,552 


(b) The Company’s investment in Bad Boy Appliances and Furniture Limited was shown in “Associated companies — Quoted 
shares” at December 31, 1976. In August 1977 a receiving order under the Bankruptcy Act was made against Bad Boy and its 
shares are no longer publicly traded. As part of the agreement under which the Company and D.B. Diversified Limited acquired 
their interest in Bad Boy, the Company had the right to sell its holdings in Bad Boy to D.B. Diversified for $2,400,000 in 1979, 
payable over five years, if certain profit objectives of Bad Boy were not achieved. In May 1978 as full settlement of this right the 
Company agreed to accept $1,600,000 cumulative redeemable preferred shares of D.B. Diversified with a dividend rate of 
one-half the prime bank rate plus 142% and a class of special shares of Barrymore Carpet Inc. (jointly owned by the Company and 
D.B. Diversified) entitling the Company to a $400,000 preferential distribution out of profits of Barrymore Carpet, if Barrymore 
Carpet achieves certain profit levels for the five year period ending December 31, 1981. Pending completion of this settlement, 
the investment in Bad Boy has been included in “Portfolio investments — Unquoted shares” on the balance sheet at its original 
cost of $1,852,955. 


(c) Market values of quoted investments and trading securities: 


December 31, 1977 December 31, 1976 
Carrying Market Carrying Market 
Amount Value Amount Value 
Associated companies, quoted shares .............. $1,852,955 $1,860,000 
Quoted portfolio securities oT Ae 0a ser des bates $2,805,976 $3,249,000 4,091,010 4,117,000 
Trading.securities. ¢. ag sec ao easier ree ae eerie ere 1,839,310 2,106,000 850,375 862,000 


The market values of the Company’s investments do not necessarily represent the value of entire blocks of investment holdings 
which may be more or less than the value indicated by market quotations. 


(d) Analysis of earnings, before extraordinary gain, from investments: 


Total of 
Financial Disposal 
Financial Equity Income and of 
Income Earnings Equity Earnings Investments 
Associatedy.compatiiesanrat sae ane cn merece $ 10,647 $ 262,596 $ 273,243 
Unconsolidatedssubsidiariess:ameri eee eee 348,770 (1,854,842) (1,506,072) $ (1,009,321) 
Portfolioanvestmentsien) ee pe neon: 169,679 169,679 11,424 
Other sources, including interest ............. 507,533 507,533 
Total asccand so Mae REE ke te et $1,036,629 $ (1,592,246) $ (555,617) $ (997,897) 
(e) Analysis of net (loss) gain on disposal of investments: 
1977 __ 1976 
Proceeds’ on disposal Peer 6 sa os sac kare Ba ce SD bea ara Dee Ree he ee $1,907,792 $10,616,706 
Deduct: 
Carrying amount of investments disposed of .............00cecceceececeeces 2,838,572 8,835,364 
Taxes on excess of proceeds over carrying amount ..........0.605ceeeenecees 7,945 121,285 
Provision for (recovery of) decline in market value of investment portfolio 
(net of income tax recovery of $20,000; 1976 — $87,000) ............e00e0ee 59,172 (719,328) 
2,905,689 8,237,321 
Net (loss): gain on disposaliot anvestments suna. as doce ho oo os eee eee $ (997,897) $ 2,379,385 
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(f) The following is a comparative summary of financial data extracted from the accounts of Mid-Continent Property Group 


Limited, the only unconsolidated subsidiary company held at December 31, 1977: 


SUMMARIZED BALANCE SHEET 1977 1976 
ERA ICAL OUN PGT OCRIVADIONS Coe Coe Seta cee kek a ae ch de OEE R ke $ 1,888,000 $ 4,555,000 
DAO Termes cai ADANIS TECCIVADIC- 200 <a Magrot ioe sk ee coe ee ¢ shah Was ome bE 18,084,000 22,003,000 
Investment in real estate — 
ee COIL PTODESHES 10 fa kee yeh ate oe et seks «id cee nase net LM elas 24,306,000 29,360,000 
Realsestatestinder. cOnStructionmres: eit ecine Send ee EE 2,589,000 4,864,000 
Ate Deid Lor GeVeElOpavent Or7 Sale 6.5.65 6s sisicavs. 4, doa sno Wh soon neh os, U8 dg Mea OA eS x lol 33,357,000 42,150,000 
@DENETRASSCL Se ee em CN eilrod ae eh TN cen eae clic ek ee pah Pl eu a. ee ERE tN Bp Eee art 8) 892,000 1,769,000 
81,116,000 104,701,000 
Pat CDLEGUE SS rs ots crete stoner oar RE DOS Uae ork We te eis 22,260,000 20,236,000 
POGUES IDAVODIC Sri Sinn cere eer eM O nc aeiotaiiiohods wie Sew ATE ieee WER ee ks 4,694,000 7,739,000 
OMG LO RMNMCOU Larne te ott nT ES: wile ais OOS Aros Pela WSR SF OUR 8 v0 4 37,866,000 52,281,000 
ID CLE LECTIN COMICHEAXES Senter rer eT re ene ene ra ete rhe Me at ME ve haved 4,092,000 7,890,000 
INI OTIG VAIN ECLES UR rin rs verry Nor tel eres eters oie. oc ta seas cence Mole ener acer eh cade sR anime eae rr a ale 2,248,000 4,860,000 
71,160,000 93,006,000 
STE ECHL CES PECTIC YE ING Pra Aerie eos et ORES N oven iiss IRI RBA PI wid ak Aker Be ome ale $ 9,956,000 $11,695,000 
SUMMARIZED INCOME STATEMENT 
(GEOSSHTEV EIU ere tey tek rire reat ean Pae RA oe MTT Ee ole Pd Sig ba rac terete Awami. $16,760,000 $24,600,000 
EAOTUINGs DELOTe FE TOMOWINS tei tee erat cn satan crt Oe Gye naticn moe PROM Ew aek $ 3,268,000 $ 4,252,000 
Deduct: 
Write-down in carrying value of real estate holdings and current year’s 
CALTYVINGSCOSES aeverjatue eels erent eicteue rele oF See genelon steno io ye Mere on clecatichey! ofc ow el evans ite tee 6,538,000 296,000 
PL ELOGE Ol MONS LCLAUICCD Esa ute ec bic br aie eS bias sini AWE ape SS Os dyehe tuna ic 2,319,000 2,801,000 
DA ecl ation ariel Cl? ALOT ee eo Gie, osetia in oye Sera o's a "a Wels "ao! Neha es ie 435,000 417,000 
PIVCOINIESEAX EC SHR eee Ee oe Pere coe ae ee Oar sie Sirota Sey tO eS RESTO od SOR ns mee eR Suto (3,502,000) 532,000 
5,790,000 4,046,000 
Net (loss) earnings before extraordinary gains ..0. 2.26 .0< fs ess base sem as dad eens $ (2,522,000) $ 206,000: 
Extraordinary gains (net of income taxes — $38,000; 1976 — $210,000) ............ $ 783,000 $ 1,752,000 


Notes: 


(i) The accounts of Mid-Continent Property Group Limited 
include the accounts of Alliance Building Corporation 
Limited. The total investment in Alliance, including the 
Company’s share of earnings and capital transactions less 
dividends received since acquisition, is $8,671,000. Current 
market value of the investment in Alliance, which does not 
necessarily represent the value of the holding, is $7,984,000 
at December 31, 1977. 
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(ii) Mid-Continent Property Group and Alliance follow 
generally accepted accounting principles and their accounting 
policies and standards of financial disclosure are substan- 
tially in accordance with the recommendations of the 
Canadian Institute of Public Real Estate Companies. 


3. SHARE CAPITAL 


(a) In January 1977, 604,745 Class A and Class B shares of 
the Company were purchased for cancellation at a price of 
$12 cash per share pursuant to a tender offer to shareholders 
made in December 1976. The effect of this transaction was 
to reduce the Company’s short-term deposits and share- 
holders’ equity by $7,388,343 and the number of shares 
outstanding to 1,295,381, after deducting the 1,860,000 
Class C shares of the Company held by its 100% owned 
subsidiary, Toronto and London Investment Company Ltd. 
The cost of the shares purchased (including expenses) was 
allocated to shareholders’ equity as follows: 


Ghare Capital ior. Prost ncod te te abe ee $2,328,268 
Contributed: surplus: i a/¥n oncns. coe ese 849,939 
Retained earnings. seus a eee care 4,210,136 

$7,388,343 


The Class A, Class B and Class C shares are inter- 
convertible on a one for one basis. A summary of the 
Company’s share capital is as follows: 


O77, 


1976 


Authorized: 


Under the Articles of 
Continuance there is no 
restriction on the maximum 
number of shares that the 
Company is authorized to issue. 
Issued: 
1,295,621 Class A convertible 
common shares and 
Class B convertible 
common shares (1976 — 
1,900,126 shares) .... $ 4,988,402 
1,860,000 Class C convertible 
non-voting partici- 
pating shares ....... 


$ 7,314,750 


7,161,304 
$12,149,706 


7,161,304 


$14,476,054 


Dividends paid on the Class A shares and Class C shares are 
normal taxable dividends, whereas dividends on the Class B 
shares may be paid out of 1971 capital surplus on hand at 
the option of the Board of Directors. 


(b) The Company has reserved 68,100 Class A shares for its 
Key Employee Stock Option Plan. Options granted under 
the Plan may be exercised on a cumulative basis at 20% per 
annum, commencing one year subsequent to the date of 
grant, and expire six years subsequent to such date. On 
December 28, 1977, options to acquire 240 of the above 
shares were exercised for a cash consideration of $1,920. 
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Options outstanding at December 31, 1977, are as follows: 


Year Option Outstanding 
Granted Price December 31, 1977 

1972 $9.00 1,700 

1973 9.00 7,000 

1975 9.00 880 

1975 8.00 11,680 

1977 9.25 5,700 
26,960 


Of the outstanding options, 19,800 are held by directors 
and officers. 


4, INTEREST, DEPRECIATION, PROVISION FOR LOSS 
AND INCOME TAXES 


Expenses include the following: 


1977 1976 

Interest! \.;53etrcme cin cpa es tees $ 9,000 $ 18,000 
Depreciationv annus scdssceciecre 27,000 31,000 
Provision for loss on note 

receivable from Bad Boy 

Appliances and Furniture 

Limited io.icen en cock ees 400,000 
Income tax expense (recoveries) : 

On operating earnings ......... (162,000) (65,000) 

On equity adjustments ......... 66,000 (138,000) 


5. REMUNERATION OF DIRECTORS AND OFFICERS 


Aggregate remuneration paid to directors and officers of the 
Company as defined in The Securities Act (Ontario) was 
as follows: 


1977 1976 
Remuneration as directors and 
S€nion OLficersys hierniana $316,800 $365,500 
Remuneration of a director by 
an unconsolidated subsidiary 
of thesCompany. ctu.o.. “ceo, 2,500 2,500 


6. ANTI-INFLATION LEGISLATION 


The Company is subject to the dividend restriction 
provisions of the Anti-Inflation Act and Regulations. 
Dividends to the Company’s shareholders for the twelve 
month period ending October 13, 1978, may not, without 
prior approval, exceed 59c per share. 


7. LITIGATION 


In an action commenced in May 1975 in the Supreme 

Court of Ontario by Mr. David Satok, the registered owner 
of 100 shares of the Company, it is alleged that the purchase 
of shares in Toronto and London Investment Company Ltd. 
by the Company in 1975 was invalid and that the transaction 
should be set aside. The Company is defending the action 
and, having regard to the advice of its legal counsel, is 
confident that the action will not succeed. 


” 
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TALCORP ASSOCIATES 
INTERIM REPORT eo: se 51x 0 


CONSOLIDATED 
STATEMENT 

OF 

EARNINGS 
AND 

RETAINED 
EARNINGS 


CONSOLIDATED 
STATEMENT 

OF 

CHANGES 

IN 
INVESTMENTS 


AITED 


DED JUNE 30, 1977 (UNAUDITED) 


1977 1976 
Financial income including interest, fees, trading gains and dividends .............-.00 052s ee eee $ 470828 $ £805,285 
Equity in net (loss) earnings, before extraordinary gain, of associated 
andi unconsolidatedisubsidiaryGOMmpaniOSiat iets. stele) lele sv < «>< «| MEMRAM SONU or tomtc: me (872,000) 415,000 
(401,172) 1,220,285 
Expenses (after $202,000 income tax recovery; 1976 -- $193,000 income taxes) ..........-..-..000% 330,987 758 598 
(Loss) earnings before net gain on disposal of investments and extraordinary gain. ............-.00- (732,159) 461,687 
Net gain on disposal of investments (after $47,000 income taxes; 1976 — $125,000 income tax recovery)... . 313,092 188,746 
Extraordinary gain representing net profit on disposal of investment properties 
byfunconsolidated realiestate SubsicNatye paciseiee shea ota ic aes 4 ws. ot aS ured Mite ney & 572,000 — 
Net earnings:for the period’ s\; ms cirmen ie tan that i ee bec one ek 2 sss «ep eee masts RS aay 2 152,933 650,433 
Retained earnings atibeginningiof Period: 25. 2s Bde te on 8, sis) jos as be oo | ted Ce oom apsbte ale 24,794,168 21,035,575 
24,947,101 21,686,008 
Allocated portion of cost of shares purchased for cancellation... ............ 0.202 ee eee eee (4,210,136) a 
Dividends’ fre sete et nie ee eR ee AOR tr tee 66, 4 koa vo + [eee Dae Benen ke Ly ay (259,076) (373,693) 
Rotainediearningsatiend of period) a4 glieulaty es eu Ale sis ks ow os RRR REe Bot RS tates $20,477,889 $21,312,315 
Earnings per share 
(Loss)earnings before net gain on disposal of investments and extraordinary gain ............... $ (.56) $25 
Net gai nconidisposaliofmunvestments.s oc nya ie eslidis sickest cca.) 1 8 necro lara G0 5 .24 .10 
EXtraorcinanyGalltate ts act ktilal awaken apr re eat oh er dts oS... 5 Pee BASES Sigh slice. oS .44 - 
Motalitomthic penlod-_-aaeeaen nt eT RUAN IEMA SD cet Acco a |. o «ener ee REE Ges oot Sp Sree $ .35 
Weighted average number of shares outstanding during the period 
after deducting the shares held by a wholly-owned subsidiary .............. 0.00005 55 4 | 1,295,381 1,868 466 
Sources of investment funds 
(Boss) earnings from: operations. : tne. foisted caaietnche Rata os <> «eee Se Aen cue a $ (732,159) $ 461,687 
Less equity in net (loss) earnings, before extraordinary gain, of associated and 
unconsolidated subsidiary companies net of provision for capital gains tax... ............0.. (715,000) 358 ,000 
(17,159) 103,687 
Decrease in cashiand short-term Gepositss © 6 5 6 Pee Gs ee 6 oy + «Re eve eek bag cp al 7,313,706 3,833,553 
Procééds onidisposal‘otinvestmenis: o ac) cm cue lee daw io e's oy =) | Ra Gite fae isis, Soycy'cs fe, uel lc 1,750,078 373,133 
Decrease in notes:and:eccounts:receivable\ cunts ec aif iete wo 5 8) 8 es ees eile) wel 196,320 — 
Decrease: inl traGing SECULITICS ney cinch each aids alla dle ote x x ve. + = \| IRM Re aie ato - 860,239 
Repayment of short-term advances to related companies .......--2- 22. e eee eee eee ee ee - 540,280 
Dividend fromiassociated COMPANY aa cieie hie ete Gm eld = os © >, | REMMI ARE) eh et 2, ce ia) rn _ 175,500 
9,242,945 5 886,392 
Deduct: ee 
Cost of. snares purcnased fOmCanCellation! mci, oeuin htc a 2 <, oo, af sae, | REO ROn Ge Re le bie, 6 ove 7,388 343 - 
Increase in short-term advances to related companies .... 2... 6s et ee ee ee 917,171 - 
increasein trading SeCUNITICS Ae mre ce alate fal a ie fel Siu oN sess, «> o>) Res BO, el ahs a 337,848 _ 
Dividendsipaids news nen waiere eee ey aCe el) Skeet Botesiks wololn cele o i« | eee RA he beers 259,076 373,693 
Decrease in. incomestaxes Dayiables oars wobitiws Sais eid 2 ols 4 ee + bee ee er eth Cale. 6 48,146 1,324 844 
Decrease Iniaccountsipayabie< 464 6 S60. eo Oo eyd ce ee A poole © |e ee SEALE nd tec 27 ,386 1,375,910 
Miscellaneous (inet) ainm tact oidis bs ohote oo cin ce bb aca oe atalg) +. 0 o: | rer ig cir PC! of @ i 31,598 12,609 
9,009,568 3,087 ,056 
Funds sed forinvestments 4.00 cee Gi tithieecrie Giaibictstase is shoes + o> | ee a eee WELLS be 233,377 2,799,336 
Investments otibeqinning OF DEnOd oi. se cn fied «ete te ad caus sl so + @( pe Ce ce le 20,860,288 22,295,955 
Add (deduct): ; 
Equity in net earnings of associated and unconsolidated subsidiary companies less dividends received. : . . (143,000) 182,500 
Carrying amountiol investmentsisGld> - oa sats <a eke ap dees. <7 +} eee Pe (1,630,810) (250,337) 
Decrease (increase) in provision for decline in market value of investmentportfolio.............. 241,000 (59,000) 


Investments at end of period 


$ 19,560,855 


$ 24,968,454 


PRESIDENTS REPORT 


TO THE SHAREHOLDERS 


Interim Results 


Consolidated net earnings for the six months ended June 30, 
1977 were $152,933 (12¢ per share) compared with $650,433 
(35¢ per share) for the same period in 1976. These earnings do 
not reflect any provision which may be required with respect to 
the Company’s investment in Bad Boy Appliances and Furniture 
Limited which recently announced that a receiving order under 
the Bankruptcy Act was made against them. Talcorp cannot 
yet determine the effect, if any, that this action will have on its 
financial results. At June 30, 1977, Talcorp’s investment in Bad 
Boy was carried at approximately $1,444,000 and in addition, it 
had an unsecured advance to them in the amount of $400,000. 


Net loss before net gain on disposal of investments and extra- 
ordinary gain was $732,159 (56¢ per share) compared with 
earnings of $461,687 (25¢ per share) in 1976. The 1977 oper- 
ating loss resulted mainly from the Company’s share of losses 
incurred by Bad Boy Appliances and Furniture Limited, All- 
iance Building Corporation Limited and Immobilia Inc. which 
are accounted for by the equity method. The 1976 results 
include the Company’s equity in the earnings of C.F. Haughton, 
Redlaw Enterprises and Venus Esterbrook, which investments 
were sold in the second half of 1976. 


Net gain on disposal of investments was $313,092 (24¢ per share) 
compared to $188,746 (10¢ per share) in 1976. By their nature, 
investment gains will fluctuate from year to year, depending 
upon when major positions are sold. 


An extraordinary gain of $572,000 (44¢ per share) was realized 
from the sale by the Company’s wholly-owned subsidiary, 
Mid-Continent Property Group Limited, of two of its three 
remaining shopping centres. There was no corresponding item in 
the previous period. 


Asset Value 


Shareholders’ equity at book value was $19.01 per share at June 
30, 1977, compared with $19.09 at December 31, 1976. These 
figures are based on 1,295,381 shares outstanding after giving 
effect to both the deduction of 1,860,000 Class C shares held 
by a wholly-owned subsidiary and the January 1977 purchase 
for cancellation of 604,745 shares of the Company and, as 
mentioned above, are before any provision which may be 
required for the Company’s investment in Bad Boy. The 
decrease in shareholders’ equity per share during this period is 
the net result of the above noted earnings for the six months 
ended June 30, 1977 less the payment of the Company’s 
20¢ semi-annual dividend in March 1977. 


Review of Major Investments 
Alliance Building Corporation Limited (62% owned) 


During 1977 Alliance has continued its policy of rationalizing 
its real estate holdings and its position with joint venture 
partners. The present weak market conditions continue to affect 
land sales but on a positive note Alliance has now leased sub- 
stantially all of its 300,000 sq. ft. King Square commercial 


building, previously a major problem. The company reported a 
loss of approximately $560,000 for the six months ended June 
30, 1977. Alliance’s management anticipates that it will begin to 
realize some of the potential of its assets during 1978. 


Immobilia Inc. (76% owned) 


Immobilia continues to be affected by weak real estate market 
conditions in Montreal. Vacancies in the company’s 50% owned 
Southwest One apartment complex in the city of Pointe Claire 
have doubled since the beginning of the year to just over 10% 
and are continuing at a high level. As a result of the vacancy level 
in the Southwest One complex and the lack of any sales of the 
company’s other Montreal properties, the company’s cash re- 
sources are severely restricted and the present outlook for the 
company is not encouraging. The carrying value of Talcorp’s 
investment in Immobilia is $955,000 at June 30, 1977. | 


Bad Boy Appliances and Furniture Limited (30% owned) 


Bad Boy recently announced that with its consent a receiving 
order. under the Bankruptcy Act has been made against them. 
Bad Boy lost approximately $1.8 million in the first half of 
1977 and its operations over the past month have continued to 
be adversely affected by the current low demand for furniture 
and appliances and by its suppliers’ reluctance to maintain its 
inventories. Bad Boy’s operations will be carried on under the 
supervision of a receiver and trustee until Talcorp and D.B. 
Diversified, its major shareholders, have an opportunity to 
consider proposals for the refinancing and reorganization of 
the company. Until these considerations and discussions with 
Bad Boy’s creditors’are completed, it is premature to estimate 
the effect of this action on the accounts of Talcorp. 


Barrymore Carpet Inc. (50% owned) 


Barrymore earned $173,000 in the first six months of 1977. Its 
operations continue to improve and we are confident that it is 
now established as a stable and successful enterprise. We are 
particularly proud of this result because Barrymore was in 
receivership when we and our partner, D.B. Diversified, acquired 
it last year after it had experienced a number of years of serious 
losses. 


On behalf of the Board of Directors 


Beal 


Robert Smith 


August 29, 1977 Chairman and President 


